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At present, scholars have done a lot of researches about cash holding. Since the 
financial crisis, domestic and foreign scholars not only began to focus on the cross 
research of macroeconomic condition and the financial decision, product market 
environment and other external macroeconomic factors have begun to enter the study 
view of scholars. However at present the relevant research between product market 
competition and cash holding is not fruitful. 
Based on reviewing the previous literature of cash holding, we find that scholars 
have pay most attentions on micro factors which impact on cash holding. There are a 
few researches on market conditions and other macro factors. This paper attempts to 
explore the relationship between product market competition and corporate cash 
holdings, what is the transmission mechanism of the influence, and also studied how 
the cross factors between product market competition and cash holdings influence the 
value of the company. 
The empirical studies have found that as predatory risk mechanism hypothetical 
situations, as in a higher risk of predatory monopoly market, companies are not due to 
the presence of a proxy conflict, but for the purpose of prevention of predatory risk 
and speculative motives, tend to hold more cash to replace high-cost external 
financing, to ensure that it has the advantage in response to predatory strategy to deal 
with competitors, but also allow enterprises to seize investment opportunities. The 
study also found that in high-risk with higher predatory monopoly markets, the 
benefits brought about by the high cash holdings can cover the harm to the enterprise 
value from a proxy conflict and enhance business performance. In addition, the study 
also found that while in high monopolistic market with a high predatory risk, if the 
company holds more cash, its investment will be more significantly affected by 
competitors. 
Combined with the predation theory of industrial organizational theory, we have 















from the macro aspects, verified the role of predation risk mechanism, and enriched 
the relative research field. In practical, the conclusion of this paper provides guidance 
to the company's cash holdings behavior and also provides some suggestions to 
government. 
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